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at the next calendar year’s annual 
meeting. 

(d) Supervisory committee—(1) Composi-
tion. Each corporate credit union must 
establish a supervisory committee, all 
of whose members must independent. A 
committee member is independent if: 

(i) Neither the committee member, 
nor any immediate family member of 
the committee member, is supervised 
by, or has any material business or 
professional relationship with, the 
chief executive officer (CEO) of the cor-
porate credit union, or anyone directly 
or indirectly supervised by the CEO, 
and 

(ii) Neither the committee member, 
nor any immediate family member of 
the committee member, has had any of 
the relationships described in para-
graph (d)(1)(i) for at least the past 
three years. 

(2) Duties. In addition to any duties 
specified under the corporate credit 
union’s bylaws and these regulations, 
the duties of the credit union’s super-
visory committee include the appoint-
ment, compensation, and oversight of 
the independent public accountant who 
performs services required under this 
section and reviewing with manage-
ment and the independent public ac-
countant the basis for all the reports 
prepared and issued under this section. 
The supervisory committee must sub-
mit the audited comparative annual fi-
nancial statements and the inde-
pendent public accountant’s report on 
those statements to the corporate cred-
it union’s board of directors. 

(3) Independent public accountant en-
gagement letters. (i) In performing its 
duties with respect to the appointment 
of the corporate credit union’s inde-
pendent public accountant, the super-
visory committee must ensure that en-
gagement letters and/or any related 
agreements with the independent pub-
lic accountant for services to be per-
formed under this section: 

(A) Obligate the independent public 
accountant to comply with the require-
ments of paragraph (b) of this section 
(including, but not limited to, the no-
tice of termination of services, commu-
nications with the supervisory com-
mittee, and notifications of peer re-
views and inspection reports); and 

(B) Do not contain any limitation of 
liability provisions that: 

(1) Indemnify the independent public 
accountant against claims made by 
third parties; 

(2) Hold harmless or release the inde-
pendent public accountant from liabil-
ity for claims or potential claims that 
might be asserted by the client cor-
porate credit union, other than claims 
for punitive damages; or 

(3) Limit the remedies available to 
the client corporate credit union. 

(ii) Engagement letters may include 
alternative dispute resolution agree-
ments and jury trial waiver provisions 
provided that the letters do not incor-
porate any limitation of liability pro-
visions set forth in paragraph 
(d)(3)(i)(B) of this section. 

(4) Outside counsel. The supervisory 
committee of any corporate credit 
union must, when deemed necessary by 
the committee, have access to its own 
outside counsel. 

(e) Internal audit. A corporate credit 
union with average daily assets in ex-
cess of $400 million for the preceding 
calendar year, or as ordered by NCUA, 
must employ or contract, on a full- or 
part-time basis, the services of an in-
ternal auditor. The internal auditor’s 
responsibilities will, at a minimum, 
comply with the Standards and Profes-
sional Practices of Internal Auditing, 
as established by the Institute of Inter-
nal Auditors. The internal auditor will 
report directly to the chair of the cor-
porate credit union’s supervisory com-
mittee, who may delegate supervision 
of the internal auditor’s daily activi-
ties to the chief executive officer of the 
corporate credit union. The internal 
auditor’s reports, findings, and rec-
ommendations will be in writing and 
presented to the supervisory com-
mittee no less than quarterly, and will 
be provided upon request to the IPA 
and NCUA. 

[76 FR 23868, Apr. 29, 2011] 

§ 704.16 Contracts/written agreements. 
Services, facilities, personnel, or 

equipment shared with any party shall 
be supported by a written contract, 
with the duties and responsibilities of 
each party specified and the allocation 
of service fee/expenses fully supported 
and documented. 
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